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Report Highlights:

The Australian Competition and Consumer Commission (ACCC) has released the results of a
public inquiry into the competitiveness of retail prices for standard groceries. Matters taken
into consideration by the inquiry included: the current structure of the grocery industry; the
nature of competition at the all levels of the grocery industry; the competitive position of
small and independent retailers; pricing practices; factors influencing the pricing of inputs
along the supply chain; any impediments to efficient pricing of inputs; and, the effectiveness
of the Horticulture Code of Conduct.
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The Australian Competition and Consumer Commission (ACCC) has released the results of a
public inquiry into the competitiveness of retail prices for standard groceries pursuant to the
Trade Practices Act 1974. The inquiry was conducted at the request of the Assistant
Treasurer and Minister for Competition Policy & Consumer Affairs.

Matters taken into consideration by the inquiry included, but were not restricted to:

the current structure of the grocery industry at the supply, wholesale and retail levels
including mergers and acquisitions by the national retailers

the nature of competition at the supply, wholesale, and retail levels of the grocery
industry

the competitive position of small and independent retailers

the pricing practices of the national grocery retailers and the representation of grocery
prices to consumers

factors influencing the pricing of inputs along the supply chain for standard grocery
items

any impediments to efficient pricing of inputs along the supply chain

the effectiveness of the Horticulture Code of Conduct, and whether the inclusion of other
major buyers such as retailers would improve the effectiveness of the code.

As the average Australian household spends around 12-149%b of their after-tax income on
standard groceries (not including items such as liquor, cigarettes and stationery, although
they are found in most Australian supermarkets), increasing prices for these goods have

been strongly felt and the high level of media interest and consumer apprehension about
grocery prices reflect this sentiment.

During the inquiry, one significant concern raised was whether the gap between farm gate
and retail prices for groceries has been widening in recent times, such that farmers and
suppliers are getting less, while retailers are getting more. Concerns were also raised about
the long-term future of small family-run independent supermarket operators and smaller
retailers such as butchers, bakeries and greengrocers and their ability to compete with the
major supermarket chains (Coles and Woolworths).

The ACCC report focuses on competition in the Australian grocery sector — specifically
whether a lack of competition is an explanation for the concerns identified above. The report
analyses the extent to which competition (or a lack of it) has contributed to increased
grocery prices. The supply chain and bargaining power of Coles, Woolworths and Metcash
(the major wholesaler to the independent sector) are given detailed attention. The
competitive position of independent retailers also comes under close scrutiny, with an
analysis of the factors that may make it difficult for independent grocery retailers to compete
aggressively with Coles and Woolworths on price. The report concentrates on basic staple
products essential to households.

A full copy of the inquiry report is available on the ACCC website at:
http://www.accc.gov.au/content/index.phtml/item1d/838251/fromltemld/3737.

To get a full overview of the Australian market, U.S. companies interested in exporting to
Australia should read the inquiry report in conjunction with the Retail Sector Report (AS7067)
released in November 2007. A copy of the Retail Sector Report is available at:
http://www.fas.usda.gov/gainfiles/200711/146292934.pdf
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Recent Reports from FAS/Canberra

The reports listed below can all be downloaded from the FAS website at:
http://www.fas.usda.gov/scriptsw/AttacheRep/default.asp.

Report .
| Murnser Title of Report Date
AS8038 FAIRS Country Report 07/31/08
AS8037 | The Australian Emissions Trading Scheme NFF Policy 07/22/08
AS8036 Draft Organic Standard Released for Comment 07/22/08
AS8035 Biotechnology Annual 07/15/08
AS8033 Grain and Feed Quarterly Update 07/08/08
AS8032 Wheat Reform Legislation Passes in Parliament 06/25/08
AS8031 Country Strategy Statement 06/20/08
AS8030 Grain and Feed Situation Update 06/13/08
AS8029 Response to the “Safeguards Inquiry Into The Imports of Pigmeat” 06/06/08
AS8028 New Wheat Marketing Legislation Progresses Through Parliament 06/05/08
AS8027 Biofuels Annual 06/04/08
AS8026 | Aust Govt Expresses Disappointment Over Farm Bill 05/27/08
AS8024 US Farm Bill: Lost Opportunity — Minister for Trade 05/19/08
AS8023 Dairy Semi-Annual 05/19/08
AS8022 ABARE Report indicates GM crops will provide economic benefits to 05/15/08
Australian regions
AS8020 Cotton Annual 05/01/08
AS8019 Draft IRA for Stone Fruit from the US Released for Comment 04/29/08
AS8017 Stone Fruit Annual 04/11/08
AS8016 Pork Safeguard: Productivity Commission Final Report 04/07/08
AS8015 | Sugar Annual 04/08/08
AS8014 | Grain & Feed Annual 03/28/08
AS8012 Livestock Semi-Annual 03/20/08
AS8011 Commencement of IRA for U.S. Apples Announced 03/19/08
AS8010 Wheat Industry Export Group Discussion Paper Released 03/18/08
AS8009 Call for Comments on Quarantine & Biosecurity Review 03/17/08
AS8008 Commencement of IRA for Stone Fruit Announced 03/14/08
AS8006 Draft Wheat Export Marketing Bill Released 03/06/08
AS8005 Wine Annual 02/26/08
AS8004 Government Announces Review of Australia’s Quarantine & 02/21/08
Biosecurity Processes
AS8002 Productivity Commission Invites Further Submissions to Pork 01/23/08
Safeguards Inquiry
AS8001 Impact of Grain Prices on GOA Policy 01/11/08
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